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MUNICIPAL SECURITIES
Heloise Brown Canter, CPA
Never, in this generation—actually not since 
the depression days of the 1930’s have munici­
pal bonds come so cheaply to the investor as 
they did during the latter part of 1966. It was 
the other side of the coin in the so-called ‘tight 
money market’ and investors with available 
cash found bargain basement buys in munici­
pal securities. Many individuals, who prior to 
this time had planned their investment port­
folio around common stocks, considered for 
the first time tax-exempt municipal bonds be­
cause of the high yield at which these bonds 
were being offered.
While municipal bonds are generally con­
sidered as second only to bonds of the United 
States in security, there are differences in the 
security behind the various types of municipal 
obligations. Municipal bonds include (1) gen­
eral obligation bonds which are secured by 
the issuer’s pledge of its full faith, credit and 
taxing power for the payment of the bond; 
(2) revenue bonds which are payable from 
the net revenues of a particular facility; and 
(3) special tax bonds which are payable only 
from the proceeds of a special tax. Within 
each of these areas there are also factors that 
should be considered when one is analyzing 
a municipal credit for consideration by a cli­
ent or for one’s own portfolio.
Ratings have assumed considerable signifi­
cance in determining eligibility of bonds by 
certain types of investors such as trusts, com­
mercial banks and insurance companies. Two 
of the major investment advisory services have 
a system of rating municipal bonds. Moody’s 
Investors Service rates bonds of issuers which 
have $600,000 or more of debt, with certain 
exceptions such as bonds of educational insti­
tutions, projects under construction, enter­
prises without established earnings records 
and situations where current financial data 
is lacking. Their ratings are as follows:
Aaa Best quality, carrying the smallest 
degree of investment risk
Aa High quality
A Higher medium grade, many favorable 
investment attributes
Baa Lower medium grade, neither highly
protected nor poorly secured
Ba Have speculative elements
B Generally lack characteristics of the
desirable investments
Caa Poor standing
Ca Speculative in high degree
C Lowest rated class
Standard & Poor’s rates all governmental 
bodies having at least $1,000,000 of outstand­
ing debt as long as adequate information is 
available. Standard & Poor’s ratings range 
from AAA (highest grade obligation) down 
to a C rating (defaults).
Also, in many of the states there are local 
organizations which assemble detailed finan­
cial information on municipalities within their 
respective states. These organizations render 
a valuable service to the municipalities in 
their state and to the investor.
However, there are many high quality is­
sues available in today’s market which are not 
rated because the outstanding indebtedness 
of the issuer is less than the minimum for 
which ratings are available or because ade­
quate financial information was not available 
to the services to allow them to give a rating. 
Thus, it is to these situations that we direct 
our attention.
Statistical information may be derived from 
a number of sources. Your investment banker 
can be helpful in securing information for you 
or it may be available from Dun & Bradstreet.
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From this data, the accountant can prepare a 
municipal debt statement that can be used to 
analyze the debt structure of a specific muni­
cipal entity. The form of the debt statement 
can be presented as follows:
MUNICIPAL DEBT STATEMENT 
(as of January 1, 1967)
1966 Actual Valuation of Taxable Property $27,443,469.00
1966 Assessed Valuation (33 ⅓ % of Actual) $ 9,147,823.00
Total Bonded Debt $ 1,114,000.00
Less: Self-supporting Debt $206,000.00
Less: Interest and Sinking Fund* 35,890.50 241,890.50
Net Bonded Debt $ 872,109.50
Plus: Floating Debt 0.00
Net Direct Debt $ 872,109.50
Ratio of Net Direct Debt to 1966
Assessed Valuation 9.54%




County Drainage District 19,314.00
School District 1,141,921.00 1,384,998.00
Net Overall Debt $2,257,107.50
Ratio of Net Overall Debt to
Assessed Valuation 24.6%
Ratio of Net Overall Debt to
Actual Valuation 8.2%
Population 1960 Census 5,448
Population 1966 Estimated 8,683
Per Capita Net Debt on Basis of 1966 Population $100.43
Per Capita Assessed Valuation 1,053.53
* Other than self-supporting debt
The computations required in this form are 
relatively simple. However, some items listed 
may require additional discussion. For in­
stance, to arrive at Net Bonded Debt on the 
above statement, you are allowed to deduct 
any indebtedness which is self-supporting 
(such as municipal utility revenue bonds). 
An additional deduction is allowed for Inter­
est and Sinking Funds for other than the self- 
supporting debt that has been included.
Floating debt of a municipality which may 
become a charge against future tax levies 
must be added to the Net Bonded Debt to 
ascertain the Net Direct Debt of the munici­
pality. Ordinary tax anticipation borrowing 
which is to be paid off during the current 
year is not included since taxes have already 
been levied to satisfy that obligation. However, 
bond anticipation notes or other items which 
will be a charge against future year tax rev­
enues should be included.
The debt trend as indicated by whether the 
municipality’s ratio of debt to assessed and
actual valuation has been progressively in­
creasing or progressively decreasing furnishes 
a good indication to the fiscal policy of the 
taxing entity.
In some instances, the net direct debt of a 
municipality may be relatively small but the 
overlapping debt of the county or perhaps a 
drainage district may be extremely large. 
Therefore, the municipal debt statement should 
also give consideration to the net debt of con­
terminous, underlying and overlapping units. 
Except for the special assessment debt, the 
amount of debt of each unit applicable to the 
reporting unit is arrived at (1) by determin­
ing what percentage of the total assessed 
value of the overlapping jurisdiction lies with­
in the limits of the reporting unit, and (2) by 
applying this percentage to the total debt of 
the overlapping jurisdiction. Special assessment 
debt is allocated on the basis of the ratio of 
assessments receivable in each jurisdiction 
which will be used wholly or in any part to 
(Continued on page 8)
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THE EFFECT OF COMPUTERS ON 
ACCOUNTING FIRMS
The advent of computers intp the world of 
business and finance brought about a series 
of effects that were overwhelming in their 
scope and largely unanticipated. Businesses 
were required to make massive adjustments in 
their thinking and in their operations in order 
to continue to stay in close competition with 
more farsighted firms who had jumped on 
the computer bandwagon early. Businessmen 
found they must suddenly learn a new tech­
nical language and develop a systems-oriented 
outlook if they were to survive in the “execu­
tive jungle.” The executives now in demand 
were those who had at least a basic idea of 
what could and could not be done with com­
puters in business. Demands for computer pro­
grammers, computer operators, systems and 
procedures men, and EDP specialists grew 
with every passing day, and these people de­
veloped a secure niche of their own within the 
ranks of the business organization. •
As computers became more prevalent with­
in the business community and as their use 
expanded to touch almost all areas within the 
firm, still another series of major adjustments 
was required. These adjustments are being 
made, not by the businesses themselves, but 
by the accounting firms that audit their books, 
prepare their tax returns, and offer various 
management services. The problems that ac­
countants are having with computers and the 
benefits they have discovered in working 
with them are the main subjects of this article.
Auditing
Auditing computers offers a great many new 
problems to the accountant. One of the most 
controversial of these is the question of wheth­
er it is best to audit “through” or “around” 
the computer.
Auditing “around” the computer concerns 
itself with the input data and with the output, 
with little concern for the manner in which 
the output was developed. “It is based on the 
logic that if the source data or system input 
can be proven correct and if the results of the 
system accurately reflect these source data, 
then the output must be correct and the man­
ner in which the system processed the data 
is inconsequential.”1 Up to now, this method
Linda Cretin
has been used most because it is almost 
identical to the system used before EDP 
and it does not require knowledge of EDP 
equipment. However, the accountants who 
continue to insist that auditing “around” the 
computer will be a valid technique in the 
future show that they are not willing to face 
the changes that EDP systems must bring.
Auditing “through” the computer is the 
other approach. This approach follows the 
concept that, “if the controls and procedures 
incorporated in computer programs are ef­
fective, and if a proper control of computer 
operations is employed, then proper process­
ing of proven and acceptable input is bound 
to result in acceptable output.”2 This system, 
of course, requires a thorough knowledge of 
computers, including the Basics of systems 
and procedures, computer operations, built- 
in and programmed controls, and computer 
programming.
With all the information and accounting 
systems combined in the computer, some ac­
countants feel that internal control has all but 
disappeared since the basic separation of du­
ties between authorization, custody, and ac­
countability considered necessary in internal 
control are no longer available. However, 
when examined more closely, the question is 
not so much one of lack of internal controls 
as it is of evaluation and use of the many new 
controls needed to replace the old. Control 
over development of and changes in the pro­
grams, physical control over tapes, and con­
trol over possible intervention in the actions 
of the computers by the console operator are 
some of the new controls. The emphasis of 
internal control must now be on greater con­
trol over the input and the operation of the 
computer.
An example of auditing the new internal 
controls “through” the computer is the use of 
test decks. A test deck is a group of transac­
tions, imaginary or real, that is used to test 
the programs and the programmed controls 
currently in use to make sure that they are 
both accurate and adequate.
“The inherent advantage of the test deck 
over the selection of actual transactions
(Continued on page 10)
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ASWA Review-1966-1967
Dr. Bernadine Meyer 
President 1966-1967
Advancing the interest of women is all fields 
of accounting—this is the goal of ASWA. Dur­
ing 1966-1967, ASWA members and ASWA 
chapters very actively pursued that goal with 
increased evidence of their professional con­
cern and commitment.
A noticeable trend during the year was the 
tremendous increase in chapter work done to 
encourage and interest the young woman in 
accounting through the student associate 
membership program. Not only was there a 
great upsurge in the number of chapters in­
stituting such programs, but the chapters dis­
played a great deal of leadership and creativity 
in the design and implementation of the pro­
grams. A significant contribution and aid to 
the program was made during the year with 
the appearance of the pamphlet, Why Not 
Choose Accounting?, prepared by AWSCPA 
and available to ASWA chapters through na­
tional headquarters.
The world heard more and more about 
ASWA this year, and all indications are that 
it will be hearing even more. Giant steps have 
been taken by many ASWA chapters with 
radio and TV programs; a central file of radio 
and TV scripts was begun, located at national 
headquarters; through the cooperation of 
AWSCPA, information about methods of se­
curing air time was distributed to all chapters; 
and workshops at both the eastern and west­
ern regional conferences helped members to 
secure a better understanding of how their 
chapters might present more and better pro­
grams. A great deal of “behind the scenes” 
work continued to be done on the joint ASWA- 
AWSCPA project, the Speakers Bureau.
Nor did ASWA neglect the education and 
development of its own members. The pro­
grams, study sessions, and seminars presented 
by chapters for their members were exceeding­
ly effective in aiding the woman accountant 
of today to meet the challenge of change and 
of tomorrow. This year, too, saw an increase in 
the number of combined chapter meetings, 
“all state days,” and opportunities for members 
from more than one chapter to meet profes­
sionally and to learn from each other.
During 1966-1967, members of the ASWA 
national board of directors added considerably
to the average mileage traveled by the Ameri­
can woman during one year. Personal contact 
between members of the board and ASWA 
chapters was extensive; each member of the 
board attended the public relations meetings 
of chapters in her vicinity. When this was 
not possible, board members made special 
trips to visit chapters.
The progress of ASWA during 1966-1967 
was possible because of a great many people:
on the local level, it was because of the 
individual ASWA member, the chapter officers 
and committee chairmen;
on the national level, it was because of a 
hard-working, enthusiastic board of directors 
and a completely devoted executive com­
mittee who worked and worked and then 
worked some more;
in Chicago, at 327 South LaSalle Street, it 
was because of the staff at national head­
quarters and—singularly and splendidly—Miss 
Beatrice Langley, whose title changed this 
year to that of executive secretary of ASWA;





As we approach the new administrative 
year, the American Society of Women Account­
ants is embarking on the final year of our 
third decade. By the end of this year we will 
turn over the final page of our thirtieth year 
of existence.  
Much progress has been made during the 
past twenty-nine years. Women have a much 
firmer foot in the doorway of the accounting 
profession than they had back in 1938 when 
the American Society of Women Accountants 
was organized. However, the door is really just 
starting to open for us. Our continued edu­
cation is a necessity if we are to see that door 
open wide. Flexibility in our thinking is just 
one of the characteristics we must strive to 
attain. If we can attain this, we know we will 
continue to advance. Active participation in 
ASWA is one way in which this can be ac­
complished.
The future of our Society depends on the 
active cooperation of all members and on our 
close alliance with the American Woman’s So­
ciety of Certified Public Accountants. I am 
fully aware of the responsibilities that lie ahead 
of me and appreciate the honor and confidence 
you have placed in me.
Serving with me will be Naomi J. Nelson of 
Portland as president-elect. The vice presidents 
are: Mary Louise Hawkins of Chicago, Vir­
ginia Howard of Kansas City and Antoinette 
M. Peters of Cincinnati. Ruth M. McClellan 
of Cleveland will assume duties of secretary, 
while the duties of treasurer will be assumed 
by Nelita Gorman Hooper of New Orleans. 
Elected to serve as directors are: Ouida Al­
bright of Fort Worth, Maureen L. Cleary of 
Connecticut, Madeline Draheim of New York, 
Madeline Guimond of California Citrus Belt, 
Bessie V. McMannama of San Francisco, Betty 
Jane Roberts of Tucson and Bernice Sensmeier 
of Evansville. Bernadine Meyer of Pittsburgh 
will continue to serve on the board of directors 
as the immediate past president. They are all 
capable and dedicated women and in their 
behalf I want to express appreciation for the 
trust you have placed in us.
Our efforts during this year will be to ful­
fill the purpose of this Society: “To advance 
the interest of women in all fields of account­
ing.” With the assistance and cooperation of 
each member, our efforts will be realized.
Julia J. Kaufman is a licensed public ac­
countant in Ohio and conducts her own public 
accounting practice in Cleveland. She received 
her accounting education at the Professional 
School of Accounting and Finance and at 
Spencerian Business College.
Miss Kaufman is a member of the Cleveland 
Chapter of the American Society of Women 
Accountants and has served as its President. 
On a national level she has served the Society 
as a Director and as Vice President and as 
Award Chairman and Public Relations Chair­
man. She is also a member of the American 
Accounting Association and the National As­
sociation of Public Accountants.
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Municipal Securities
(Continued from page 4)
pay off the debt to total assessments receivable 
which will be used wholly or in part for this 
purpose. This overlapping debt figure, when 
determined, is entered on the statement and 
totaled with the net direct debt of the mu­
nicipality to furnish the net overall debt.
The ratios determined by dividing the net 
overall debt by the assessed and actual valu­
ation of real property in the municipality fur­
nish a percentage estimate of the overall debt 
burden. It is difficult to name a percentage 
figure that could be used as a dividing line 
between the conservative and the too-high 
debt ratio. Conditions and resources in mu­
nicipalities differ so widely that a percentage 
of debt which might be an undue burden in 
one city might cause little difficulty in an­
other. The average community, however, 
when the ratio of net overall debt to estimated 
actual valuation passes 10%, is usually con­
sidered to be getting out of the conservative 
class.
Additional information can be secured 
by placing the net debt and the assessed valu­
ation of the community on a per capita basis. 
This is represented by the last two figures on 
our municipal debt statement.
Data on tax collections, which is available 
most often in the following form, affords an 






1966 9,147,823 1.80 (In Process)
Tax Collections Year




Conditions in communities are constantly 
changing. There can be population shifts, new 
businesses may enter, others may leave, with a 
resultant population change and a change 
in the municipality’s credit rating. So in addi­
tion to the statistical figures covering valua­
tions on taxable property, the determination of 
net over-all debt and the trend of tax collec­
tions, there will be other factors you will want 
to consider in analyzing a municipal credit. 
You will want to review the historical back­
ground of the community and its attitude to­
ward debt in prior years. You will want to 
know if the municipality has ever defaulted. 
If so, determine the reason for the default 
and the manner in which this was worked out 
with the bondholders. The integrity of its pub­
lic officials and the strength of the local banks 
are both important factors to be considered. 
So too is the type of activity on which the 
municipality’s prosperity is dependent. Obtain 
information on retail sales per capita, average 
wealth, average monthly rental of dwellings, 
etc. Chart utility connections, postal receipts, 
and bank deposits as follows:
Water & 
Sewer Gas Electric Postal Rank
Year Connections Connections Connections Receipts   Deposits
1966 2406 2433 2751 $85,955   $8,365,823
1965 2310 2246 2689 81,455 7,899,096
1964 2217 2170 2770 75,736 7,735,828
1963 2145 2113 2667 64,259 7,470,648
Building permits can also give good statis­
tical data on the prosperity of a community. 
Diversification of industry and/or agricultural 
crops in the area are important factors too.
Changes in the value of money in the gen­
eral market cause changes in the investment 
yield that a purchaser of tax-exempt munici­
pals demands for his money. Changes in the 
financial condition of the issuer of municipal 
bonds may increase or lessen the risk involved 
in the investment.
When an investment program in municipal 
bonds, either for temporarily idle funds or of 
a long-term nature, is being considered, the 
accountant working in cooperation with the 




DORIS L. BOSWORTH, CPA, Editor
There is a tendency during the tax rush to 
establish a cut-off date for outside reading, 
with the result that the practitioner fails to 
keep abreast of significant changes in tax 
trends. For this reason now is an excellent 
time to review certain recent cases that may 
have a definite effect on future tax planning.
Side-by-Side Operations
The theory expounded in Hamburgers York 
Road, 41 TC 821, discussed in a previous 
issue, continues to plague taxpayers. You will 
recall that in that case the Tax Court com­
bined the income of two corporate entities 
operating department stores. The income of 
both stores was allocated to one by the Tax 
Court under Section 482 on the theory that 
the intangible assets of the one store—that is, 
reputation and customers—were responsible for 
the success of the corporation subsequently 
created.
Two recent cases in this area have inter­
jected new approaches to the related entity 
problem. The first case, V. H. Monette & Co., 
Inc., 45 TC 15, Dec. 27,586 seemed, on the 
facts, to be another Hamburgers York Road 
case, in that several corporations were created, 
all engaged in identical business operations. 
Here, however, the Tax Court found in favor 
of the taxpayer. The Court stipulated that 
Section 482 can be invoked only where income 
is shifted and not where the power to shift is 
present. A careful reading of the case would 
seem to place responsibility for the favorable 
decision on the fact that each corporation was 
engaged in similar operations within different 
geographical locations. As a matter of fact, as 
a result of this case there were many editorial 
comments to the effect that Section 482 could 
probably be avoided in the future if related 
corporations in the same location were engaged 
in different operations, or if corporations en­
gaged in identical operations were operated at 
different locations based on sound geographical 
divisions.
The above conclusions appear to have been 
premature in view of the third, and most re­
cent, case. In House Beautiful Homes, Inc., 
TC Memo 1967-51, several corporations were 
organized on the basis of separate types of 
real estate operations, including development, 
sales, building and decorating. The lack of 
geographical separation was offset by the mul­
tiplicity of organizational activities. The Tax 
Court combined the income of all of the cor­
porations other than the decorating firm. This 
last corporation did a great deal of work for 
unrelated taxpayers, and its separate existence 
was not challenged. In its opinion, the Court 
stressed the lack of geographical organization. 
On the basis of these decisions, then, it would 
seem that the creation of multiple corporations 
should be contemplated only in those instances 
where the business purposes of territorial limi­
tation can be sustained.
Buy-Out Agreements vs. Section 303 Redemp­
tions
In any estate planning involving shares of 
stock in a closely-held corporation, it is well to 
heed the warning of the Estate of William A. 
Webber, Sr. v. U.S., D.C. Ky., 1/9/67. While 
in all probability this case will be appealed in 
view of the very narrow interpretation placed 
upon the term “beneficiary,” the case serves 
to illustrate a point that might otherwise be 
overlooked.
In instances where an individual has a po­
tential estate consisting primarily of stock in a 
closely-held corporation, the question naturally 
arises as to how liquidity of the estate may be 
maintained, in order to meet tax and adminis­
tration charges, without disturbing corporate 
management. The obvious answer is the pur­
chase of the stock by the company itself, there­
by eliminating the hazards of change in policy 
through purchase by outsiders. The plan may 
very well have to be financed through “key­
man” insurance on the life of the individual 
whose stock is to be purchased at death. As­
suming, however, that there is no financial 
problem at the corporate level, there still is 
the question of the type of purchase that 
should be arranged.
The Webber case accentuates the desira­
bility of the Section 303 route. In this instance, 
a complete buy-out of the deceased stockhold­
er’s equity was contemplated under Section 
302 (b) (3) of the Code. This should have re­
sulted in no tax as the purchase price would 
also have been the fair market value of the 
stock at date of death for estate tax purposes, 
and no capital gain or loss would have arisen. 
The District Court determined, however, that 
there was not a complete buy-out in view of 
the fact that the decedent’s son was a bene­
9
ficiary of his estate, and under the rules of 
attribution the son’s holdings in the corporation 
were attributed to the estate. Thus, there 
had been only a partial redemption and, under 
Section 301 (c), the redemption was a divi­
dend to the extent of accumulated earnings.
Oddly enough, the executors of the estate 
had attempted to eliminate any such possibility 
through the immediate discharge of the son’s 
claim as a beneficiary before the estate’s shares 
were redeemed. The District Court said the 
elimination of the bequest to the son did not 
alter his role as beneficiary inasmuch as he 
might be liable for estate taxes—a rather strin­
gent interpretation of the word beneficiary.
The estate’s liquidity requisite could have 
been met and the entire problem eliminated 
under Section 303 of the Code. If the re­
demption was sufficient to cover only estate 
and inheritance taxes, debts, funeral and ad­
ministration expenses, the redemption (even 
though partial) would have been treated as a 
sale, subject only to a capital gains tax. As 
previously explained, there would have been 
no tax in view of the redemption price also 
being considered the estate’s basis. Of course, 
the decedent’s estate would have had to meet 
the requirements of that section of the Code 
as to the proportionate holdings, but in most 
instances such qualifications will be met in the 
case of stock in closely-held corporations.
D. L. B.
The Effect of Computers on 
Accounting Firms
(Continued from page 5)
is that the auditor may include every 
type - normal or abnormal - of conceiv­
able transaction in his tests with relative 
ease. And, theoretically, a sample of one 
for each type of transaction is as sta­
tistically sound as a large number be­
cause of the uniformity involved in the 
processing of data.”3
There are other problems with the use of 
the computer in auditing, of course, such as 
the high cost of the initial development of a 
computer audit and the need for advanced 
planning by the auditor to get the data he 
needs off the records before it is erased by 
the updating process. These, however, are 
problems that must be worked out between 
the auditor and his client as they are more 
problems of practice than of theory.
Once the major questions and problems of 
auditing the computer are resolved, a great 
many computer benefits lie just over the hori­
zon. Because of the tremendous speed with 
which the computer operates and because of 
its large memory, a great many audit and in­
formation activities can be performed that pre­
viously were considered unapproachable. 
Some of the many advantages available 
through the auditor’s use of the computer 
are the following:
“1 . Better knowledge of the client’s system 
of procedures and controls.
2. Coverage of a greater area of activity.
3. Easier achievement of continuous audit­
ing.
4. Better use of the exception principle.”4 
The possibilities are limitless, and the prob­
lems do not stand as high as the faint-hearted 
among the accountants would have us believe.
Taxes
As each tax season brings new and complex 
tax regulations, more and more people who 
used to complete their own returns are now 
seeking professional help. Accountants are 
completely swamped with tax work now, and 
as the coming years seem to promise an ever- 
greater deluge of tax returns, the accountants 
are beginning to search for a way out from un­
der it all. One way out seems to be through 
the use of computerized tax return prepara­
tion. An additional push toward computerized 
tax service is given by the government’s own 
shift to a computer system. This system “puts 
each return under a microscope, and any error 
or omission detected—inadvertent or other­
wise-boosts the chances of a full-scale govern­
ment audit.”5
When a client in need of preparation of 
his tax return comes to the accounting office, 
the accountant can take down the required 
information on a specially designed input data 
form supplied by the computer service, and 
make the major accounting decisions required 
as to the handling of certain items. These data 
forms are proofread and then mailed to the 
processing center where they are run through 
the computer on a standard program and re­
turned to the accountant with the necessary 
schedules, general instructions for the client, 
and an audit check indicating possible prob­
lem areas. The cost to the accountant is fairly 
low and varies with the complexity of the 
return.
The computer, besides doing basic compu­
tational and clerical work, can also be pro­
grammed to calculate whether or not income­
averaging applies, whether a joint or separate 
return would be better, whether a gain is 
short or long-term, and whether there were 
any errors or omissions.6
Although most accounting firms prefer to 
(Continued to page 14)
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MARY F. HALL, CPA, Editor
“The Elusive Art of Accounting,” Howard 
Ross, The Ronald Press Company,, New York, 
1966, 205 pages, $5.00.
Subtitled “A Brash Commentary on Ac­
counting” the 1966 contribution to account­
ing literature by a grandson of one of the 
founders of Touche, Ross, Bailey & Smart 
(Canada) employs such blunt terms as 
“wrong-headed convictions,” “mystic rites,” “the 
Frankenstein of double-entry bookkeeping,” 
“the perils of muddleheadedness” and “lack of 
clear-headedness” to express his opinion of many 
of our present day financial reporting practices.
In his first chapter which comments on 
“the present scene,” the author states flatly 
that the whole discussion of financial report­
ing is a complete waste of time unless six 
propositions which he enumerates are fully 
accepted from the start. The essence of his 
six propositions is to brand our best state­
ments as unsatisfactory and to demand 
agreement that the needs of the user are of 
paramount concern “which can only mean ac­
ceptance of the idea that income means basi­
cally increase in value.” Mr. Ross defines this 
to mean “that assets must be stated at cur­
rent values or the closest possible approxi­
mation thereto.”
The theme of utility to statement users and 
the corollary of valuation are the dominant 
ideas of the book.
The first five chapters are a general criticism 
of present practices and present examples where 
the author feels the practitioners have not 
fulfilled the needs of the statement users as 
defined by the author. Some matters which 
merit the displeasure of Mr. Ross are the 
care of the practitioner not to present mis­
leading information rather than to present 
useful information, the failure to accept in­
come determination as a function of asset 
valuation rather than as a function of a set of 
rules for matching costs with related revenues, 
and the practitioners’ confusion over the mean­
ing of “objectivity” while excessively exploit­
ing it as a desirable concept.
In Chapter 6 the author digresses from 
criticism of conventional commercial state­
ments to point out the errors of financial 
reporting in the neighboring fields of tax­
ation, management and nonprofit accounting.
Chapters 7 and 8 set forth the views of Mr.
Ross on the “how to” for valuing assets with 
a general preference for “current value.” Chap­
ters 9 and 10 return to his viewpoints on in­
come determination, summarized in the state­
ment, “In short, the only acceptable basis 
for net income determination is the ‘better 
off’ view.”
In the short final chapter the author sets 
forth four propositions which he feels must 
be accepted if we are to tackle seriously the 
problem of producing better financial state­
ments. These propositions are captioned as 
follows:
We must really want to produce better state­
ments.
The utilitarian nature of financial state­
ments must be accepted without cavil 
or quibble.
No satisfactory progress can be expected un­
less we keep clearly in mind the real 
nature of the reporting process.
We must not be too tender on our sacred 
cows.
The reviewer found the book to be highly 
readable and to contain ideas that practitioners 
may benefit from by giving them thought­
ful consideration whether or not they agree 
with them.
However, the reviewer feels that the writer, 
in his efforts to aggressively sell his views, has 
presented criticisms of present financial re­
porting practices with a resounding enthusiasm 
that will give some financial writers, already 
critical of almost everything accountants say 
and do, a whole new volume of high ve­
locity ammunition. Coupled with the impres­
sive weight of the author’s background, heri­
tage and experience, these picturesquely 
worded criticisms may well do more to give 
aid and comfort to the enemy than to improve 
the quality of financial reporting.
M.F.H.
“Taxation of International Investments,” 
Thomas A. Morrison, The Accounting Review, 
October 1966, Volume XLI, Number 4.
Mr. Morrison, who is an Instructor of Ac­
counting in the College of Business Adminis­
tration at Pennsylvania State University, points 
out that two main problems confront the Uni­
ted States investor in companies abroad—how 
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much of a tax burden will be imposed by the 
foreign country, and what types of United 
States taxes will be levied.
Usually the foreign country will impose 
some form of capital taxes, transaction-type 
taxes, import duties, and income taxes. Tax ex­
emptions are often given to encourage invest­
ment in specified new businesses, in depressed 
areas, and in export business. A major problem 
is the determination of what the total income 
tax will be on a world-wide basis since much 
of the income may be subject to income tax in 
more than one country. Tax treaties between 
the United States and twenty-three other 
countries are currently in effect for the pur­
pose of reducing double taxation.
In the article, Mr. Morrison discusses the 
tax treatment imposed by the United States, 
controlled foreign corporations and the 1962 
Act, allocations in intercompany transactions, 
and the foreign tax credit. International in­
vestments made by United States investors may 
take the form of branch operations or of foreign 
subsidiaries. By prior planning of the type of 
operation and organization, a company may 
control to some degree its tax expenditures by 
taking advantage of treaty provisions.
In discussing allocations in intercompany 
transactions, Mr. Morrison points out that a 
fundamental aim of the Internal Revenue Serv­
ice is to have United States companies treat 
transactions with their foreign-controlled sub­
sidiaries on an arm’s length basis. A company 
must therefore be ready to justify its pricing 
policies on goods, financing, technical assistance 
and managerial services which it provides to 
its foreign subsidiaries.
In the latter part of this rather long article, 
Mr. Morrison discusses the use of accounting 
theory in the transactions and allocations be­
tween United States taxpayers and affiliated 
foreign entities. In dealing with the entity con­
cept, it is pointed out that there is strong theo­
retical support for consolidation of financial 
statements of most parents and their foreign 
subsidiaries, or at least of using the equity 
method of recording income from unconsoli­
dated subsidiaries. From a tax viewpoint, how­
ever, consolidated United States income tax re­
turns cannot now be filed by a parent with its 
foreign subsidiaries. A better use of consoli­
dation techniques could do away with many 
allocation problems by elimination of intercom­
pany profits on unsold merchandise as well 
as inappropriate intercompany charges or cost 
allocations.
as a time aspect of matching which means 
merely that some costs can be associated with 
specific revenues of a component of a total 
entity. There is a field of accounting thought 
based chiefly on marginal analysis that would 
allocate to periodic or divisional income only 
those costs which can be directly associated 
with such income. The marginal approach is 
even more important in international tax mat­
ters since foreign countries hesitate to accept 
allocations of costs incurred in the United 
States. There are some objections to direct or 
to incremental costing, but the author believes 
that the benefits outweigh the objections.
In discussing the cost concept, Mr. Morrison 
lists two violations of this concept in the Treas­
ury Department’s proposed regulations apply­
ing to Section 482. These are the creation of 
an interest rate on loans to or from a foreign 
subsidiary when an arm’s length interest rate 
does not appear to exist, and the creation of 
rent for tangible property when an arm’s 
length rental charge does not appear to exist. 
This section concludes with the thought that 
it does not seem equitable to force all such 
transactions into the same mold, especially 
ones which use involved and questionable 
calculations.
Alternative solutions to some of the prob­
lems covered in the article are offered. Also 
Mr. Morrison feels that there is much to be 
said for a revaluation of the entire tax struc­
ture on direct foreign investment income. In 
conclusion, the author believes that account­
ing theory should play a more important role 
in the areas where income determination is 
important, and he urges accounting theorists 
to apply their findings concerning income 
measurement to an area vital to the easing of 
the flow of capital to needed foreign locations. 
The tax burden on investors can be made 
more equitable and this will stimulate capital 
flow and further the development of all so­
cieties.
Mary E. Burnet, CPA
Rochester Institute of Technology 
Rochester, New York
Tips For Busy Readers
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In regard to the matching concept, it is 
pointed out that there is a divisional as well
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Annual Meeting
American Society of Women Accountants
In accordance with ARTICLE X, Section 1, of the National Bylaws of the American 
Society of Women Accountants, notice is hereby given that the 27th Annual Meeting 
of the Society will be held in conjunction with that of the American Woman’s Society 
of Certified Public Accountants at the Sheraton Motor Inn, Portland, Oregon, Sep­
tember 20-23, 1967. The Annual Business Meeting of the American Society of Women 
Accountants has been called for 9:00 a.m. on Friday, September 22, 1967.
Patricia L. Clark
National Secretary, 1966-1967
Tips For Busy Readers
(Continued from page 12)
“Accounting Theory. A CPA Review,” Benja­
min Newman and Martin Mellman, John Wiley 
& Sons, Inc., New York, 1967, 176 pages, 
$6.95.
The basic purpose of this book is to help 
the CPA candidate to prepare for the theory 
of accounts section of the uniform CPA ex­
amination. However, a candidate will also find 
it to be a helpful source of information in pre­
paring for the accounting practice, auditing 
or theory of accounts sections of the examina­
tion.
The book consists of five chapters:
Basic Accounting Concepts
Revenue Recognition and Measurement 
Cost and Cost Expiration
Reporting Principles and Standards
Accounting and Reporting Problems and 
Applications
Definitions of various accounting terms and 
concepts and their relationships to accounting 
are discussed in each chapter. The coverage 
of these terms and concepts is concise yet 
complete, giving the CPA candidate good basic 
knowledge which should be helpful in answer­
ing questions or working problems in the three 
sections of the test pertaining to accounting.
Another helpful feature of this book is that 
it gives solutions to questions which have ap­
peared on previous examinations. These solu­
tions should be valuable to the CPA candidate 
because they are presented in good form and 
they suggest ways to develop essay-type an­
swers for questions.
As I read through the various chapters, I 
felt that all accountants, not just CPA candi­
dates, would benefit greatly from reading this 
book. The author covers a lot of territory in 
176 pages and yet manages to write prose 
that is both easy reading and capable of hold­
ing the reader’s attention.
Although the book will serve as an excellent 
additional study tool for the CPA candidate, 
it will, of course, need to be used in conjunc­
tion with publications of the AICPA and cur­
rent accounting textbooks in order for the can­
didate to review properly.
The authors are both CPAs, professors of 
accounting and active in the New York State 
Society of CPAs. Their combined efforts have 
produced an effective aid to the CPA candidate 





The reviewer for this book, Miss Tabar, is 
herself a CPA candidate so the editor felt that 




(Continued from page 6)
finally and emphatically, it was because of 
the cooperative efforts of AWSCPA, its na­
tional officers and committee chairmen. As just 
a glance at this page will reveal to the most 
casual reader, it is the initials of two organi­
zations rather than one which continue to ap­
pear as the work of the ASWA year is record­
ed. It has been said before; it merits repeti­
tion: “AWSCPA’s cooperation has been heart­
warming and its sincere concern for the wel­
fare of ASWA is something for which we in 
ASWA should be particularly thankful.”
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The Effect of Computers on 
Accounting Firms
(Continued from page 10) 
handle the more complex returns themselves, 
many accountants are sending many of their 
returns to the service bureaus, and cite a 
savings both in time and money.
As competition among the service firms gets 
stronger, the service centers should become 
more sensitive to their clients’ needs and prob­
lems and develop more ambitious and more 
flawless programs at lower costs. In time, the 
accounting firms may do their tax returns on 
their own computers, with programs developed 
to match their own special needs. In fact, a 
few firms are doing this now.
Management Services
The impact of computers has been felt in 
two ways by an accounting firm’s manage­
ment services department. First, it forced the 
forward-looking accounting firms to develop 
a systems department with an EDP-oriented 
outlook to aid clients in preparing their own 
businesses for EDP, and to assist them in the 
choice, installation, and development of need­
ed programs and controls for their own com­
puters. As more and more businesses turn to 
automation in the hope that it will fulfill their 
needs and solve their problems, the demand 
for this type of service grows continually larg­
er. The clients need someone on whom they 
can depend to help them develop the best and 
most workable system because most business 
executives know little about developing an 
automated system. Because the investment is 
too big to allow the program to be handled by 
amateurs, the management services people 
have begun to develop the experts needed to 
fill the gap.
Secondly, many accounting firms have found 
it necessary to install their own computers, 
and offer a wide range of computer services 
to their non-automated clients. This type of 
work seems to have begun more as a matter of 
self-defense than of actual desire to enter the 
field. It was necessary for accounting firms to 
fill their clients’ needs in these fields, or have 
them turn to banks which had excess time 
on their computers and were more than willing 
to sell computer services to anyone who 
wished to buy. For this reason, as well as many 
others, several firms began computerized serv­
ice operations as a part of their management 
services department.
Computers have had and will continue to 
have a great effect on the three functional 
areas of accounting—auditing, taxes, and man­
agement services. The way of the computer
CHANGING PATTERNS OF
WOMEN’S LIVES
A revolution is occurring today in the life 
patterns of women and girls. The young girl 
today can anticipate a very different way of 
life from that of her grandmother and even 
her mother. The components of this vast 
change include:
When the grandmothers of today’s teen­
agers were born in about 1900, the life 
expectancy of a girl baby was 48 years;
In 1920 when many mothers of today’s 
teenagers were born, it was 55 years; in 
1964 it was 74 years!
In 1920 only 20% of 17-year-old girls 
graduated from high school; in 1965, 
74%.
In 1920 only 2% of 21-year-old women 
graduated from college; in 1965, 16%.
In 1920 only 23% of all women aged
14 years and over were in the labor force;
in 1966, 39%.
In 1920 the average woman worker was 
single and 28 years of age. Today the 
average woman worker is married and 41 
years old.
About half of today’s women marry by 
age 21 and have their last child at about age 
30; by the time her youngest child is in 
school, a mother may have 30 or 35 years 
of active life before her.
Fact Sheet
U. S. Department of Labor 
Womens Bureau
seems to foretell the way of the future, and 
accountants must concern themselves with 
EDP or be left behind.
References:
1 Porter, W. Thomas, “Evaluating Internal Controls 
in EDP Systems”, The Journal of Accounting, 
August 1964, p. 35.
2 Ibid, p. 35.
3 Ibid, p. 37.
4 Porter, W. Thomas, Auditing Electronic Sys­
tems, p. 102.
5 “Electronic Ally for the Taxpayer,” Business 
Week, March 26, 1966, p. 167.
6 Ibid, pp. 167-168.
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Authors In This Issue
“Municipal Securities” was written by Helo­
ise Brown Canter, CPA, Houston, Texas, who 
has been an active member of both AWSCPA 
and ASWA. She was 1947-1948 President of 
AWSCPA. She was an organizer and first 
president of the Houston Chapter of ASWA 
and has continued to be an active participant 
in the chapter’s activities.
She is a graduate of Mary Hardin Baylor 
College with a BBA degree in accounting and 
has also studied with the International Ac­
countants Society. She is a member of the 
American Institute of CPAs, the Texas Society 
of CPAs and other business and civic organi­
zations.
The second article in this issue, “The Effect 
of Computers on Accounting Firms,” was 
written by Linda Cretin, Seattle, Washington. 
Mrs. Cretin is a student member of the Seattle 
Chapter. She wrote this paper in connection 
with her admission to Beta Alpha Psi, honorary 
accounting society, at the University of Wash­
ington where she is studying.
We salute Mrs. Cretin for the high profes­
sional quality of her paper and for her re­
markable insight, while still a student, into the 
effect of the computer on public accounting 
services.
A bibliography submitted by Mrs. Cretin 
with her manuscript will be sent to readers up­
on request to the editor.
CHANGE OF ADDRESS
Whenever you have a change of address, 
you must notify us of your new address 
if you wish to continue receiving the mag­
azine. If your magazine is not delivered 
and is returned to us, we shall have to 
discontinue mailing to you until we hear 
from you.
To change your address, please print your 
name, new address and zip code number 
and send to THE WOMAN CPA, 327 South 
LaSalle Street, Chicago, Illinois 60604.
CALENDAR OF 1967 EVENTS
NINTH INTERNATIONAL CONGRESS OF 
ACCOUNTANTS
Paris, France September 6-12
AWSCPA-ASWA JOINT ANNUAL MEETING 
Portland, Oregon September 20-23
AMERICAN INSTITUTE OF CERTIFIED 
PUBLIC ACCOUNTANTS
Portland, Oregon September 24-27
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Over 10,100 successful CPA 
candidates have been coached by 
International Accountants Society, Inc.
Byron Menides, 
President of IAS, says:
"If you don’t pass your CPA examination 
after our CPA Coaching Course, 
we’ll coach you free until you do!”
Any CPA will tell you it takes more than accounting 
knowledge and experience to pass the CPA examination. 
You must know the quick, correct way to apply your 
knowledge, under examination room conditions.
How you budget your exam time, for example—how you 
approach each problem or question—how you decide, 
quickly, the exact requirements for the solution—construct 
an acceptable presentation—extract relevant data—and use 
accounting terms acceptable to the examiners.
That’s where International Accountants Society, Inc., can 
help you. As of March 1, 1967, 10,108 former IAS stu­
dents who had obtained all or a part of their accounting 
training through IAS had passed CPA examinations. Our 
CPA Coaching Course is proven so effective we can make 
this guarantee to you:
“If any IAS CPA COACHING COURSE en­
rollee who has submitted for grading all 20 ex­
aminations of the course fails to pass the CPA 
examination in any state after meeting all the 
legal requirements of the state as to residence, 
experience, preliminary education, etc., IAS will 
CONTINUE COACHING WITHOUT ADDI­




A Home Study School Since 1903
The IAS CPA Coaching Course is designed for busy ac­
countants. You train at home in your spare time, at your 
own pace. Most important, every lesson is examined and 
graded by one of our 16 faculty CPA’s, who know exactly 
the problems you’ll face in your CPA examination.
If you need refresher training in certain areas, IAS will 
supply, at no extra cost, up to 30 additional elective assign­
ments you select, complete with model answers, for brush 
up study.
You start your IAS CPA Coaching Course any time you 
please—there are no classes, no fixed enrollment periods. 
So, you can make maximum use of the time available, 
starting as soon as you enroll and continuing right up to 
the examination dates.
SEND TODAY FOR FREE REPORT
To get the complete story on how you (or some member 
of your staff) can benefit from the proven IAS CPA 
Coaching Course, just fill out and mail the coupon below. 
No obligation.
FILL OUT AND MAIL FOR COMPLETE INFORMATION
Director of CPA Coaching
International Accountants Society, Inc.
Dept. B, 209 W. Jackson Blvd., Chicago, Illinois 60606
Without any obligation on my part, please send me your new 
report on the IAS CPA Coaching Course.
Name_______________________________________________________
Address_____________________________________________________
City State Zip
Em ployed by________________________________________________
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